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8 DEC 1975

OGC REVIEW COMPLETED

Mr. Williem E. Colby
Director of Central Intelligence
Washington, D.C. 20505

Dear Mr. Colby:

Your lette“r to me dated November 2%, 1975 indicates that you
have agreed with the Inspector General's findings that:

(1) There has been some grade escalation in this Agency,
coincidental with reductions in force, not excessive, and
that changes proposed by [ ]will correct the STATINTL

problem. )

(2) oOvertime regulations and contracting practice are
not illegal and will therefore be continued.

Since I do not agree with these findings I am sending you this
letter. :

The Inspector General's view is typical of the Agency senior
staff view for 30 years -- to find only minor fault with anything,
which can be corrected without controversy. '

I disagree with this "tokenism" philosophy. When you find
wrong, you should make a conscientious effort to correct it, not
pretend you don't see it.

There has been excessive grade escalation in this Agency, and
not as a result of reductions in force. Most of it was the result :
of intentional falsification of grade levels. [ | and 25X1A
bre not competent to judge such matters since they
are not technically qualified to determine grade levels. Further,
they are unwilling or unable to understand that there is anything
wrong with the deliberate falsification of grade levels resulting
in excessive salary payments. There is something wrong with this.
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The grade escalation is not something which can be resolved
by vote or representations by Office of Personnel officials, with.
whom | discussed it. Grade escalation
is a question of fact, not opinion, and the opinions of the IG and
the Director of Personnel (both interested parties -- interested in
not finding it) have no merit. In the attached report I include a
section specifying cases of deliberate violations of legitimate
grade practices going back many years. I challenge anyone, in an
objective forum, to claim that these actions are ethical or moral.
In other agencies such actions could result in serious consequences
to the responsible administrative officials.

The recommendations made by| |which have been
substantially adopted, have not and cammot be expected to result in
any correction of the present wrongs. As I indicated in my comments
on his study nothing can be accomplished without external controls.
But, of course, Agency officials do not want any correction.

With regard to legality of the present overtime regulations and
contract employment, I did not base my criticism primarily on
legality. I criticized these practices on the ground that they were
unethical and unprincipled. Nothing in your letter indicates concern
with ethics or principles. If you stand for legality without regard
to principle I am glad to know it. I believe you have most senior
Agency officials behind you.

Sincerely,
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MEMORANDUM FOR: Director of Central Intelligence

SURJECT ' + Career Service and Career Service Grade Auvthorization ~
' System '

1. Action Requested:

a. The abolishment of the Career Service Grade Authorization
system and related changes in the assignment and promotion system in the CIA.

'b. The review of supergrade and upper level positions.
2. Basic Data:

a. Introduction

This paper was originally written to the Director of Personnel.
The Deputy Director of Personnel for Plans and Control, however, felt the
analysis was not sufficient, for reasons not clear to me. He was cbviously
reluctant to do anything with the paper. Therefore, I have decided to go
into more detail and identify as many cases as I can recall of falsification
of grades and abuse of authority. I have no ax to grind and my purpose is
only to attempt to have the wrongs corrected. : ' '

b.. Establishment of the System

) ' The Career Service system in the CIA has been in existence since
the middle 1950's. Its purpose was primarily to establish control over
employees by field of work specialization, e.g. intelligence operations,
administration, finance, personnel, etc. 1In 1958 a Flexible Table of
Organization - Career Service Staffing Authorization system was superimposed
on the Career Service system. The purpose of this new system was to make it
possible to assign employees without formal establishment of positions and to
promote employees without regard to the grades of the positions occupied
provided that after promotion the total employees by Career Service at any
grade did not exceed the total number of positions at that grade and above
cumulatively. . Co .

By 1960, when the Inspector General surveyed the Career Service
system and recommended reduction of thé existing 26 services to five services,
the system was entrenched and no change was made. 1In any case the IG survey
was not directed toward the goal of any substantial change. ‘

c. Results of Application

Initially the CSSA (later redesignated Career Service Grade
Authorization (CSGA) system was applied to the Office of Communications and
thereafter to the DDP and other components. : ’
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¢en 1ndirectly responsn Tor a major part
of the grade escalatlon in the Agency 31nce its adoption, since it has
encouraged officials to think in terms of "grade availability" or "headroom"
at any grade level rather than work assignments. It has permitted the
continuing and substantial disregard of the basic principle of Federal
employment expressed by Congress on numerous occasions since 1923 and
included in Title 5 of the U.S. Code: "Equal pay for substantially equal
work, '
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It is important to note that this principle is part of the
philosophy which has been included in policy statements of the Agency 31nce
1949. The principle, however, has not been followed in the Agency.

Agency management has believed and followed the "grade-in-the-
man" principle in the interest of flexibility in assigmments. This -
principle is similar to "featherbedding." It permits many who have
exceeded their level of competence to continue drawing a salary frequently
in excess of the value of their services for many years. It has failed to
recognize the performance of individuals in many cases who have been under-
slotted for years and on the other hand has recognized the "potential' of
others who do not ever perform at the grade level to which promoted.

It has permitted Career Service boards to exercise an undue
influence over the careers of individuals while the recommendations of
supervisors who have a greater understanding of work,performance have had
little recognition. : :

Tt has led to thé manipulation of grade levels over the

objection of the position classification organization in order to accommodate-
the grade levels of 1nd1v1duals achieved through the Career Service board
potential system.

d. Position Misallocations

A feature of the CSGA system has been the requirement. for
Justifying promotions by use of a position grade structure theoretically
based on job duties. TIn order to maintain a higher promotion rate in excess
of that supported by normal attrition, various unethical or improper grade
raising practices have been and are being used, as follows:

(1) In 1962 the Deputy Director for Support, Colonel
I,. K. White, ordered nearly 200 GS-15 positions identified as
supergrades. The existing supergrades and GS-15's were ranked
by the position classification component in order of
difficulty and responsibility. The DDS then selected the
0S-15's he wanted to be GS-16's and ordered their establishment.
Since the supergrades were established without regard to their
true level of responsibility I regard this as a clear abuse of
authority. The Agency History indicates that OMB (BOB at the
time) did not believe that the DCI could have approved the
increase. Many of these supergrades were not then and are not
now worth the grades.
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(2) the Director of Personnel, who
wanted to upgrade the Deputy Director of Personnel for Special
Programs to GS-17 and the Chief, Retirement Affairs Division
to (GS-16 in order to promote the incumbents, submitted
recommendations to this effect to the Director, without o
evaluation by the Position Management and Compensation Division.
The positions were approved although not worth the grades then,
or now. Incumbents were then promoted.

(3) Fred Jamney, the Director of Personnel, wanted three
GS-17 Deputy Directors of Personnel, and so recommended, without
concurrence by the Position Management and Compensation Division.
They were approved. None of these positions are worth GS-17.

For comparison, it should be noted that Directors of Personmel
for major departments and agencies of the Federal Government,
with staffs of one hundred thousand employees and more and
responsibilities far in excess of the Agency Deputy Director of
Personnel positions, are only GS-17. :

(h)l as DDM&S ordered the preparation of a
recommendation to the Director of Central Intelligence to secure gy 4
the classification of the Director of Medical Services at EP-05.
This was done, although the Position Management and Compensation .
Division had previously submitted a memorandum tof |
indicating EP-05 could not be Jjustified. The position was not
and is not worth EP-05.

(5) Jack Blake, as Director of Personnel ordered the
upgrading of the Career Management Officer for the Office of
Personnel from GS-14 to GS-15, although the position was not
and is not worth over GS-13. _
: 25X1A

(6) A GS-17 employee,l unable to perform
any longer at his level for various reasons, was assigned to a
GS-14 job. He was not downgraded with pay retention as pro-
vided by Agency regulations. This practice is reserved generally
for clericals, technicals, and those who have made enemies. The
position was upgraded to GS-15 to make it more acceptable. When
the employee finally retired, his position was not downgraded to
its level of worth since by then it had become part of the CSGA.
Tt was filled with another individual overgraded through the
operation of the system.

(7) The position of Chief, Control Division, Office of
Personnel was u aded to GS-15 in order to accommodate the pro-~
motion af[;;::f%%i]without Personal Rank Assignment, Upon his
retirement his job was not downgraded since it is now part of

the CSGA. It was later used as justification for promoting
another employee to GS-15. :
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(8) The position of Chief, Plans and Review Staff ,
GS-15 was split into two jobs established as GS-15's in 25X1A
order to provide a slot (Review Staff) for| | -
who was reass1gned from Staff Personnel ision, and
another slot (Plans Staff) for | | Neither 25X1A
position was or is worth GS-15, but upon retirement of the
employees they continued as part of the CSGA. Present
incumbents of these GS-1t jobs have been promoted to GS- 16
presumably on the basis of their performance at GS-1L. Th1s
is difficult to rationalize, but this is the established
system. . .

These cases multiplied many times in derogation of ethical
principles if not law have produced a viewpoint in the Agency which has no
conception of or respect for the worth of jobs. Officials believe that
grades can be and should be whatever the Director of Personnel or higher

. authority says they should be. This gives a degree of omnipotence to high
officials that has never been countenanced by law in this century. The
result of this misuse of the grading authority at the higher levels has led
to further misallocation farther down to maintain a logical organization
structure. Numerous GS-14's and GS-13's are overgraded to close the gaps
in the structure.

Efforts made to reduce some excessively high grades have been
~ uniformly unsuccessful. The unrevealed purpose behind the proposed
elimination or curtailment of the position survey program is to grant
operating officials immunity from review of Jjobs with which they are
satisfied and permit them to concentrate all their efforts on areas still
below levels they want. ’

Statistics have been devised and presented to the Office of
Management and Budget to show that there has been no substantial increase
in average grade in recent years. The statistics are self-serving,
gratuitous, and misleading. There was an increase in average position grade
of 10.3 in FYTO to 10.47 in FY75, for an estimated salary cost [ ] STA
| The question, further, should be why there has been no
reduction in average grade in recent years with reductions in ceilings. The
reason has been that in any reductions components have held on to higher
‘grades and upper level ceiling and positions with great tenacity. In some
cases components have been permitted to keep upper level ceiling without
even the pretence of positions existing, for use sometime in the future
when wanted. The upper level celing should, according to regulations, be
comprised of the total upper level positions on the Staffing Complements
and any increases above that total should require the approval of the
Director of-Personnel and the Comptroller, according to Agency directives.
But, in fact, excess upper level ceiling is still retained by some
components and may be used without approval of the Director of Personnel
or the Comptroller.
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g [ For mally years supergrade ceiling has remained at[:::] plus
STATINTL SPS ceiling of [ |for a total of__] This ceiling was originally STATINTL
secured through falsification of grade levels and misuse of authority.

It is retained in the same manner. Many of the supergrade positions now
established were approved by exercise of administrative authority without
any basis in duties or responsibilities and after evaluation at lower
levels.

SPS's are used in place of supergrades when considered _
necessary, in spite of regulations. In effect, they are treated as extra
supergrade ceiling. At the time the SPS system was established, it was
designed as a device to secure additional ceiling from OMB (BOB at the

time).

d.. Reason for Present Problems

Part of the reason for the present problems has been the
reluctance and in some cases the determination of office heads not to have
Personal Rank Assignments and the necessity they have felt they had for
higher and still higher grades in order to accommodate a promotion rate
not based on actual Job headroom or work performance. Their understanding
of what work is actually worth is limited. They think in terms of
individuals and what they believe these individuals are worth, frequently
completely unrelated to what these individuals do. '

One official, speaking of a subordinate supervisor, expressed
it in these words: '"He was promoted to GS-15 because he worked so hard".
The job of the supervisor was not, before or after promotion, worth a GS-15.
Even Agency regulations do not support the view that the basis for _
promotion to any grade is hard work. It is, or should be, the level of work.

The reasons for the Career Service system are partly related to
~ the desire of many officials to emulate the Foreign Service system. However,
the Foreign Service system is not accepted even within the Department of
State as the standard by which all other systems should be measured. The
grades within the Foreign Service have not been maintained consistently with
equitable grade practices for many years. Both the Macomber Committee (an
internal State Department body) and the Civil Service Commission have found -
Foreign Service classification inexcusable. '

In practice, the Career Service system in the Agency has been
an instrument of inadequately regulated power. Individuals could be
promoted at once and justified later by upgrading of the positions or
eventual reassignment. Officials have always operated on the well-justified
assumption that once they have a grade it will not be taken away from them
by forece. The position classification organization has only the authority
to hold the line and in many cases not even that. Officials above the
position classification organization claim and exercise unregulated and
unaccountable authority to overrule. To assume, as has been done, that all
these actions over a period of 25 years were without error, because some
higher authority could order a grade raised or could raise the level himself,

_ 5
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is untenable. Yet this appears to be the general view. A corollary of
this view is that after a number of years all of these wrongs somehow
became right - they achieved tenure so to speak. Under this premise you
can't ever roll anything back. -

-

The law and ethical practice does not recognize such a
principle anywhere. But the CIA has been a law unto itself.

e. External Policy _

The Civil Service Commission is concerned with amending
Executive Order 9830 on Federal Personnel Administration to specify:
"The authority and accountability of the head of the department/agency,
director of personnel and agency managers for a totally honest position
- management and classification system. The order should cite specific legal
sanctions for willful violations."

3. Staff Position:

Detailed study does not reveal any Jjustifiable basis for
continuing the present system. However, since office heads and supervisors
in most cases have benefited under the present system and know nothing else,
they can only regard it as superior, and cannot be expected to submit .
willingly to change. The advice and comments of those who have not
benefited from the system probably will never bg solicited and probably
would not be valid in most cases because of fear of reprisal.

. - With regard to Executive Order 9830, the Agency may wish to make
the claim that it is exempt. Certainly it would have to be stated that
position management and classification in the Agency have -been far from
honest since their inception in 1949 or earlier until today. In view of
the extensive Agency practice of misallocation, there is no means by which
the provisions of the Executive Order could be administered in the Agency
without external control.

In order to correct the wrongs produced by the present system, the
follow1ng principles should apply:

~

a. No one should be promoted to a grade level he is not
performing at.

b. No one should be assigned to a higher grade position for
longer than a nominal period of 60 days, without promotion.

c. No one should receive pay above his level of performance
for an indefinite period while other employees, not so well thought
of, have the letter of the law applied to them, i.e. downgrading
with salary retention or without.
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d. While Personal Rank Assignments above an employee's
grade may continue to be necessary to accommodate some reassign-
ments, after a maximum of two years in a PRA an employee should
be downgraded with salary retention as provided by law and Agency
regulation. ‘

e. Agency officials who deliberately falsify position grades
or direct the falsification of position grades through the misuse
of authority and through disregard of competent advice or failure
to solicit competent advice should be appropriately punished.

f. The Career Service board functions should be limited to
those the boards are qualified to perform. Primarily, these are
recommending assignments or reviewing proposed assignments. Once
an employee is assigned to a position, the arbitrary determination
of the board or the office head not to promote him is inconsistent
with ethical practice. '

g. The competitive promotion system should be revised to make -
it correspond to that recognized in general government practice.
Competition should be for jobs, not for grades. No individual
should be promoted against a position and grade occupied by someone
else, which in effect is what can and frequently does happen now.

h. With regard to the proper grading of positions, particularly
at higher levels, this can be accomplished only by individuals
familiar with what exists elsewhere and with authority to act. The
Civil Service Commission should be requested to detail a qualified
officer or officers to review all present supergrade and upper level
positions in comparison to those existing elsewhere.  Such officer -
or officers should have authority to raise or lower positions -
through GS-15 without concurrence or agreement by any official -

- other than the Director of Central Intelligence, and he should make
recommendations on supergrades directly to the DCT. '

4. Recommendation:

I recommend that you approve the principles defined in paragraph 3,
a. through h. and order their implementation by appropriate directives.

25X1A

Office of Personnel
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WASHINGTON, D.C. 20505

- 84 Nov 1975

25X 14

>

Washington, D. C. 20905

You will recall from my letter to you of 19 September 1975 that your
memorandum was sent to the Inspector General's staff for further review.
Their main findings are as follows: : S ‘

a. There has been Some escalation in average gradeiand pay'
 structure coincidental with reductions in force, but it has not
been excessive. In order to strengthen the Office of Personnel's

role in managing our positions, | [report makes useful - 25X1A

suggestions for upgrading and expanding . Your position as stated __ -
.-in your 3 November 1975 comments of the report have been -25X1A

noted. However, I believe the adoption © ecommendations

will improve and strengthen our procedures in the position management 25X1A

area, and that these can be effected without accepting the external
controls you suggest. , : :

b. Your views on the overtime regulations have been given
careful consideration. However, I believe the 0GC study of 12
December 1974 indicates our policy is legal, and I propose to be
guided by the 0GC findings. . o : :

c. There is some confusion regarding the difference between
contract employees and independent contractors, but the IG has found
nothing in this realm which is illegal. T have directed the Office
of Personnel to issue a notice clarifying further our contracting

policies and I have requested them to make certain changes in their
contracting procedures. : -

I wish to thank you for bringing these serious matters to my attention. '{
While none of your allegations were completely substantiated, it is helpful
for these important issues to be aired periodically. I am particutarly . .
TAT grateful when senior employees 1ike yourself take the time to raise questions c
P s . £
in areas where they are acknowledged e . :

R
{
W. E. Colby
Director
Distribution:
0r‘lg};/- Adse STATINTL
25X1A -~ pcI, 1 - DDCI, 1 - 1G Subject, 1 - 16 Chrono, 1 - Chrono A
0-16:[—APR§ved For Releas§2906/01/03 : CIA-RDP80B01086A0009UUTTU0-1 25X1A
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MEMORANDUM FOR: Director of Central Intelligence

FROM : Inspector General

SUBJECT Allegations by | Concerning 25X1A

Administrative Practices in the CIA

~1. Action Requested:: That you approve the recommendations in paragraph

ES 11 and sign the attached letter to mentioned in paragraph 12.

25X1A

25X1A

2. Background:"O‘n' 15 July 1975 | |, a senor. 25X1A

Office of Personnel employee, forwarded to you a memorandum on administrative
practices within the Agency (Attachment 1). pelieved there were
practices which were a violation of Federal Taws and reguTations or which were

unconscionable. | h1legations fall into three areas. Firstly,
there has been a© ading of positions which has lepd to severe

' grade creep within the Agency. Secondly, overtime regulations"of the Agency

25X1A
25X1A
25X1A
25X1A

25X1A

are in violation of Federal law. Thirdly, independent contracting procedures

“in the Agency are illegal.

3. On 19 August tfff:fff]Director of Personnel sent you a long and
tho study of the allegations (Attachment 2). With the exception
of clajms on the overtime regulation, the Office of Personnel
position was that allegations had no foundation. On 28 August
1975 the Deputy Divector for Admnistration forwarded to you a memorandum
suggesting you submit both| | and the Director of Personnel's
memoranda to the Inspector General for his advice and recommendations (Attach-
ment 3). On 19 September 1975 was informed that his memorandum
was being studied by the Inspector General (Attachment 4).

4. The Inspection Staff has undertaken an investigation of all three

25X1A of the issues raised by | With regard to the problem of the
""" Agency's grade structure, There has been some escalation. Grade creep during

the past fiscal years can be tabulated as follows:

Employees
Average Grade

Supergrades
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25X1A SUBJECT: Allegations by Concerning
. Administrative Practices 1n the CIA

The institution of the single ceiling concept accounts for the higher
number of employees in FY 75. The Offi ersonnel points out that
the Agency has eliminated approximately positions during the period 25X1A
FY 68 through FY 75, but that there is a greaier need for higher graded : :
professional positions, which contributed to a gradual increase in average
grade position. This is a phenomenon common to all agencies which are

- reducing their ceilings. Further, the average grade of Agency employees i

‘not excessive when compared with other U. S. Government agencies. On :

the position distribution within the Agency reflect an inverse pyramid are
incorrect. _ - S

5. The key unit in controlling internal position grade structure, and
to monitor and control grade creep, is the Office of Personnel's Position
Management and Compensation Division (PMCD). In order to investigate the
25X1A situation within PMCD, the Deputy Director for Administration appointed
|to complete a survey of that Division and to make
recommendations for improving the Agency's record in the management and control
of personnel positions. This study was completed 24 September 1975. It calls
for specific steps which would increase the Office of Personnel's role and
~ authority in auditing the Agency's manpower and its positions. It specifically
argues for a more effective PMCD and recommends steps to improve PMCD's per-
25X1A formance. | report does not call for a decentralization of position
: ~control. It rather proposes a central control of positions by the 0ffice of 25X1A
Personnel but a decentralized control of people by the individual comgonents.

25X1A On 3 November 1975 prepared a critical analysis of the
25X1 A report (Attachment 67 found the report unduly criticaT of pas
PMCD efforts. The report 15 @ ~wnitewash of the good intentions of adminis-
25X1A|_m:a.tjle_oif_i.ﬁ1'a1s when there is no real evidence of their good intentions."
strongly believes that an appeal and review mechanism is useless
without an external control organization such as the Civil Service Commission.
Additionally, correction of grade creep cannot be accomplished without external

25X1A controls.

25X1A 6. | |strongly believes that the present overtime regulations

| which provide no compensation for the first 8 hours of overtime

pertormed by GS 12-14 employees is illegal. | | views are well 25X1A
known on this subject, and on 6 June 1974 he prepared a memorandum putting
forth his position (Attachment 1). | lopinion, however, is 25X1A
balanced by 0GC 74-2338 dated 12 December 1974 entitled CIA Policy on Over-
time Compensation (Attachment 5). This study shows that the Pay Act of 1945
does not apply to the Agency and that our overtime policy is legal.

2
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25X1ASUBJECT: Allegations by]| |concerning
Administrative Practices in the CIA

25X1A 7. feels that the independent contractor arrangements now
being used by the Agency are illegal. He believes the limitation on the
amount of compensation given rehired annuitants indicates the Agency still
‘considers them emp]oyees. He claims the reason for use of independent
“contractor status is to avo1d the requ1rement for deductmg taxes and social
security. : . :

' 8. Staff Position: Regarding the prob]em of position control, the
Inspection Staff believes the acceptance of the ::‘[report will help
you reduce personnel costs within the Agency as mentioned in your 28 May
1975 letter to OMB. The Staff believes the grade creep mentioned by Mr.

25X1A [ 1has not been excessive or out of Tine with what is happening in oo
other agencies, but that efforts should be made via the ﬂreport 25X1A
' recommendatmns to 11m1t future creep. L T

o 9. The questmn of the legality of overt1me regu]atmns has had much

25X1A study with firmly on one side of the problem and the Generatl
Counsel on the other. We agree with the Office of Personnel, which now

25X1A beheves the 0GC study should be followed. -

10. The 16 Staff investigation indicates that the basic a]iegat1ons by
|concerning illegal use of contract status are incorrect. The
90 percent limitation for annuitants was devised to impress upon Congress
our intention not to rehire large number of annuitants. In addition, each
contract now written specifically calls for the contractor to pay Federal
taxes under existing laws and regulations. However, the IG Staff investi-
gation did point up some doubts about the distinction between the status of
a contract employee and an independent contractor. There has been a tendency
in the past for components to look to the independent contractor status in
order to circumvent the ceiling problem. There has also been confusion in
the minds of some independent contractors as to their social securlty
Tiabilities. :

11. Recommendations:

a. | |be thanked for bringing the position and grade -
structure problem to your attention. Notwithstanding | | 25X1A
views, he should be informed you believe an early 1mplementat1on of
the [ recommendations will be a useful first step in attackmg
this—Serious matter.

b. In light of the OGC position outlined in thew paper of
December 1974, |be informed the current overtime policy
is legal and you intend to follow the 0GC guidance.

3
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25X1A SUBJECT: Allegations by| | Concerning
Administrative Practices in the CIA

c. The Office of Personnel, in conjunction with the 0GC, should
prepare Headquarters and Field notices specifying in greater detail
than now exists in[____ |the precise difference between contract
employees and independent contractors. A1l contracts with independent
contractors should contain specific notice of social security Tiability.
A sterile version of the paragraph in the contract outlining tax
Tiabilities should be prepared and given to each independent contractor.

25X1A 12. A letter to is attached for your signature (Tab.l-\).

"25X1A

Donald F. Chamberlain
- Inspector General

Attachments: , —~
As Stated it W. £, Golsy

ETI “4Nov g5

APPROVED: DATE:

- DISAPPROVED: | ~ DATE:

4 :
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MEMORANDUM FOR: Directer of Cestral Intelligence
Sir: o o

+.

e

1. On the matter of the silegations by |
agsinst the Ageacy pesition clsgsification pyogram, yeu
asked for clarification as to whether the Gewsrament .
Accounting Office had agreed with the intermal Office of
General Coungel positien thﬁt_.n? evertime paiicy 15‘10;;1

2. You will find attached s nemovandug by [;::::::] 25X1A°
S50 -

23X1A | , t of 26 Wovewber 1975, which addresses this
. % you will nets, the allsgza GAO positien is drewm from a

position Paptr*qf 28 Janusgy 1959 thc tign General
Counssl, %&rrtncs Hcad!gn v g

.01 uaald suggest %ngxunld now d¢ a3 follows:

o s;;_xgn_risa the yrapase& zn%tur
to

b. You ask| | 2t Wtas
sarlisst convenience, to mike ths Senate

» I_mdjm_luhc:t Committees awars. of Nr.
25X1A - allegstions. Thaz ha,gi@& N
: : tianazig ‘ b Inspocis
Ceneral's iurnsta_%,ﬁﬁ* snd repor
your pasition. 1 Wslis
: ‘te reise this metter than.
nanharx of the Review Staff, e

: m;’ Mr., Janney anéd ex nytci!‘zttad
ready te &iscuss this matfer with Mr.
if he should so ¢hooss,
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or ﬁhﬁ ﬂﬂase Select CGL

/s/ John F. Blaks
Joh P. Blake

naguxy Director
for

ﬁiainist:ation
»Atts:

Distributiom:
Original ~ BCI
%ﬁk
) B}ﬂ?
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- OGC 75-4294
20 November 1975

MEMORANDUM FOR: Deputy Director of Personnel

SUBJECT: Mr. Colby's Question Relating to GAO Position on
- the Agency's Overtime Policy

REFERENCE: MR by 12 Dec 74, OGC 74-2338, Subsj:
CIA"Policy on Overtime Compensation

1. This is in response to your request to the undersigned to clarify

the apparent inconsistency which exists in referent memorandum concerining
GAO's position on the Agency's overtime policy. Specifically, at Paragraph
VI, Subparagraph 3, Page 27, I stated: "A second point which emerges is that

~ competent legal authorities within the Civil Service Commission and GAQO
apparently have shared our position." The reference is to the Agency's position
on overtime and the so-called "eight-hour donation rule." At Paragraph IV,
Subparagraph 3B, Pages 17 and 18, I quoted a 30 January 1964 memorandum by

a former attorney with the Office of General Counsel, to-wit: _

I also discussed the applicability of the Pay Act
to CIA with Mr, Pat Fri ! i ’

OGC25X1

committing himsell o an opinion either way, and suggested
‘that if CIA wanted anything definite the question should
be formally forwarded to GAO for an opinion.

This was an isolated, informal discussion between a middle level aftorney in the
Office of General Counsel and his counterpart in the Office of General Counsel
at GAO,

o e ee— 4
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2. AtParagraph IV, Subparagraph 1, the last sentence, Page 11, I
stated that the eight-hour donation rule had been "informally cleared with the
General Counsel to the Comptroller General and with members of his staff." At
Paragraph IV, Subparagraph 2D, Pages 13 and 14, I quoted the 28 January 1959
opinion of the CIA General Counsel, Mr. Houston, to the Deputy Director of
Support, which discusses this clearance with the General Counsel of GA,O and
members of his sta.ff ~

The attached draft of a proposed regulation on
overtime has been reviewed by this Office and discussed
with the General Counsel to the Comptroller General.
With his approval, it was further reviewed with members
of his staff who were of the same opinion as we that there
was no legal objection to the adoption of this proposal.

It was on the basis of this 1959 Houston memorandum that I made the concluding
statement about GAO having apparently shared the Agency's position on its

overtime policy, believing it (the memorandum) carried considerable more ;
weight than |:| 1964 memorandum of an informal conversation. ' 25X1A

3. I have attached copies of both Mr. Houston's and| | |
memoranda for your review. IfI can be of any further assistance in clarifying
this matter, please call me. " 25X1A

Assistant C‘enere‘l Counsel

CON
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OGC 9-6159

Comptroller General

25X1A General Counsel |
25X1A Dep. Gen. Counsel -

25X1 A Details discussed with
Assoc. Gen. Counsel -

25X1A Asst. Gen, Counsel
Attorney -

28 January 1959

MEMORANDUM FOR: Deputy Director (Support)

SUBJECT: Proposed Regulation on Overthe Compensatmn
Pohcles : - .

1. The attached draft of a proposed regulation on overtime has
been reviewed by this Office and discussed with the General Counsel fo
the Comptroller General. With his approval, it was further reviewed with
members of his staff who were of the same opinion as we that therewas--
no legal objection to the adoption of this proposal. '

2. We all feel that we mlght be sub]ect to suit by employees under
the overtime compensation provisions of the Federal Employees Pay Act
Amendments of 1954. The outcome of such a suit is uncertain and would
probably depend upon the facts in any one case. It is possible that a court
would feel it illogical to pay overtime for hours in excess of 48 but not for
hours between 40 and 48. It might raise the question of how we determined
which of the hours worked were overtime for pay purposes and which were
gratuitous. The proposal as a whole appears well designed to meet the needs
of the Agency and to be in the general interest of good Government adminisfra—
tion. Since there is no assurance that any suit will be filed or if filed that it
would necessarily be successful, we do not feel that this consideration should

“stand in the way of implementing the proposed procedure.

LAWRENCE R. HOUSTON
General Counsel
Att-Sub ject Regulation
OGC: OEP: LRH: jeb
cc: Director of Personnel w/att
Comptroller w/att
OGC chrono OGC subject-P&A 9 OGCH{
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30 Januvary 196%

ME]D ;OQANDU\A FOR THE RFCO’C{D

SUBJ’EC.L' Appl:.camh\.y to (.LA. of Federal E‘nployees Pay ‘Aé:t-of .
1945--d scussiocns wn.h C..v..l Service a»d GAO '

_ 1. Recently, on «,n m..ormal basis, 1 h aye discussed with
Miss Trickett of the Genexal Counsells Office at the Civil Sex vice
Commission the Civil Service Regulation (FPM Swop;.ement 990-;, )
Section 550. 101(b)(8) )} which exempts CIA from the provisions of
the Civil Sexvice Regulations issued pursuant to the Fedexal. - -
Employees Pay Act of 1945 (FPM Supplement 990-1, Sections

550.101 - 550.1564). I inguired why Ciyil Service had ex zexnpted
CIA from the regulation, and whether in light of the exempumg

regulation Civil Service felt CIA was e: xempt from the Pay Act.

2. After thox oucr.nly *esea‘*c ying the recoﬁ:ds at Civil

Se v1c\., Miss Trickett adyised me that they contain no comiment
whatsoever regarding the e empt;on for CIA from the Pay Act,
which was first adopted in August 1950, nor was there any corres~
pondence between CIA and Civil Ssrvice regazding the exemption
a2t the time it was put into the .\.e“\.’lablan. It is her coaclusion that

- the exeraption was given without "conscious considerations’ and that
it was "2 fluke, an accident.' She comrcented that she did not
believe the exemption could be legally justified, and that if the
Commission were to review the matter the exemption would probably
be removed from the regulations. She believes that despite the
exemption in the regulations the Agency remains subject to the
statute itself. If a dissatisfied employee were to sue the Agency
in the Court of Claims for benefits not provided the employee but
availa ble to Governmen: employaes generally undex the Pay Act,
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she did not feel a defense based oa Section 8 of the CIA Act would

prevail. It was hexr opinion that the Seclion 8 provisiox xelaling to
npersonal sexvices' was intended to frez the Ag_e:ncy' from: prohibitoxy
siatutes but not statutes providing entitlements foxr Government .
employees. ' : _ - . . OGC 25X1

Was Cauilous 2bout COrariitiing LIINSCIL O &l OPINUX Titnot way, aow
3 2 P 25inm o 5
suggested that if CIA wanted anything deimnite the guesiion should ba
” Loan s .
formally foxrwaxded to GAO for an opinion.

Office oi General Covnsel

-
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DDJF 75 -5HEG

14 NOV 1975

Mr. William E. Colby :
" Director, Central Intelligence Agency
Washington, D.C. 20505 S

Dear Mr. Colby: ’ . - o “l‘ {f;

On July 15, 1975 I sent you & memorandum in which I informed
you of administrative practices in the CIA which I regard as
illegal or unethical. Among these practices was the excessive
overgrading of many positions at higher levels.

Iirecommended the suspension of promotions to and withih
uppergrade and supergrade levels until the validity of these levels
- has been established. : o

_ While the inspeétor General has been investigating the.problem-
- and has found no reason to dispute my facts or my conclusions, no
action to, correct present wrongs has yet been taken.

The present invalid levels of many supergrade positions have -
not been corrected in any cases. : : '

Nevertheless, recently you promoted[::]employees to the
supergrade level. Many of the promotions were made against
positions which are not worth the supergrade level and many of the
employees are not performing supergrade work. The purpose of
these promotions, I know, was in part to fill most of the super-
grade ceiling and thus permit more forceful argument with the
Office of Management and Budget that all the supergrade ceiling is
needed. I do not regard this as a legitimate purpose of promotions.

While I believe you are a conscientious person and I respect
your actions in recent investigations, I do not believe that there
was any justification for many, if not most, of these recent
pPromotion actions.

Approved For Release 2006/01/03 : CIA-RDPSOBO1086A00090011Q001'-1
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I believe now that no’chlng can be a
legislative action,

ccomplished except by

Therefore, I want you to know that T
plan to submit
criticisms to Senator Frank Church, Representative Otis Pﬁe, and

Representative David Henderson, in the hope that the-
willing to take correctlve act;o P ¥ may be

Yours very respectfully,

UfTice of Persomnel

Approved For Release 2006/01/03 : CIA-RDP80B01086A000900110001-1
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STATINTL ROUTING AND RECORD SHEET

SUBJECT: {Optionol)

Allegations by Concerning Administrative Practices
in the CIA

EXTENSION NO.

Inspector General ‘ §
2E24 Hqtrs. Bldg. ' a [ | ‘ - STATI

TO: (Officer designation, room number, and DATE

building) . OFFICER'S | COMMENTS (Number each comment to show from whom

INITIALS . i
RECEIVED | FORWARDED .o whom. Drow o line ocross column ofter each commaent.)

o DC@ N B e P '
_7E12 Hatrs. B]dg | .N/l = APPROVAL - - STATINTL

y |has 1nd1cated he "}
plans to take his complaint
to the HSC and SSC if his

“views are not accepted.

InspectoE.Genera1
2E24 Hqtrs. Bldg.

.
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19 SEp 1978

AT T -
INSRECTOR GENERAL

7o Iy

STATINTL

Cencral INTeIIIBEHTT 5oy
Washington, D.C. 20505

STATINTL

— ,

. I wish to acknowledge receipt of your 15 July 1975

‘memorandum_ to m3 concerning administrative practices in .

' , 1 am also in receipt of positions from both
the General Counsel and the Director of Personnel on
matters raised in your uni i I have forwarded
the entire matter to t ith a request

that he undertake 2 review and study of the issues and
‘present me with his findings and recommendations. Upon

- conclusion of that undertaking, I will be in further
comnunication with you. -

>Sincere1&,'
234 M B Dol53

¥. E. Colby
Directorx

Distribution: :
~ Orig - Addressee
¥~ DCl.
1 - DDCI
1 - DDA
1 - General Counsel

O/DDA/JPBlake:der (27 Aug 75)

STATINTL ,_.ritten: O/ES/ .pgh (2 Sept 75)
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2 8 AUG 1975

MEMORANDUM FOR: Director of Central Intelligence

SUBJECT : .Allegations by
Concerning Administrative Practices 1in
the CIA

1. | | 2 senior officer within
the Office of Personnel, communicated with you on 15 July
1975 concerning administrative practices in the CIA. A copy
of | | memorandum is to be found at Attachment #1.
It is my understanding that | lnemorandum was not g
submitted to you upon receipt, but has been held pending . 25X1A
receipt of a position paper by the Office of Personnel on
matters raised by |

2. There is also attached for your information a memo- -
randum addressed to you by the Director of Personnel responding
to the issues raised by | |(Attachment #2). With — 25X1A
only one exception, I completely endorse the position taken on
these allegations. ’

3. One of allegations 1is:

"The overtime regulations of this Agency,
established in 1962, are, I believe, in violation
of Federal law." ‘

The Director of Personnel associates himself with the opinion..
on the legality of our overtime regulations as stated by Mr.

4., The Office of General Counsel addressed itself to this -
matter on 12 December 1974. A copy of the OGC memorandum is at
Attachment #3. OGC renders a legal position that the Agency is
acting in consonance with' the statute in devising and administering
the overtime pay policy. ' '

25X1

| ALl TRYT N1 A :
Approved For Re'ﬁ@ m@é@ﬂ&; %QIA—EDPSOBM 086A000900110001-1
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5. I wish to address myself to two matters concerning

| allegations and the reply by the Director of

Personnel. I would urge you to very carefully consider any
change in our overtime policy as it pertains, in certain

selected cases, to the voluntary contribution of the first

eight hours of overtime performed by professional employees.

This policy has been in existence since 1962, and is univer-
sally accepted as a management device of this Agency. Withdrawal
from this policy would cost well in excess of one million '
dollars per year, and would present management with many

complex issues, not the least of which would be innumerable
requests to authorize premium pay. The Office of General

Counsel opinion states we are in a legally defensive position
and, I believe, our advice on this matter must be taken from

the Agency's attorneys and not its Personnel Officers.

6. 1 do not wish to examine| |motivations 25X1A
in submitting his memorandum of 15 July. Two events that
were known to him on that date, however, may have been an -
influencing factor. Prior to that date, the Director of 25X1A
Personnel informed | | he was being reassigned to

other duties within the Office of Personnel, a decision i
evoked very strong protest from
secondly, was aware on 15 July t € € fice

of Personnel to undertake a review of the position classifica-
tion policies and procedures.of this Agency in an endeavor to
ascertain if experiences exist in both the governmental and
private sectors unknown to us and which, if studied, could
assist us in this admittedly complex and difficult field.

7. I would recommend to you the following course of
action: _

a. Sign the attached piece of corre-
spondence which I have prepared for your
signature addressed t land which
acknowledges receipt oFf his memorandum to you
and gives him indication of action taken to
date. (This correspondence is at Attachment #4.)

b. You submit the naners addressed to you
by| and my memorandum
to Tme Inmspector General and ask him to provide :
you with his advice[and recommendations, as well 25X1A
as a final communication from you to|

2

P TRITI A

Y
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I would ask of you that, if there should be any differences
of opinion between the Inspector General and the Director
of Personnel, I be given the opportunity to discuss the
matter with you before you adopt your final position.

o

/" John F. Blake
i / Deputy Director

g\./ for

Administration -
4 Atts: - _ '
1. | Memo to DCI, dtd 15 July '75
2. emo to DCI, dtd 19 August 1975
3. OGC Memo for Record dtd 12 Dec. 1974
4. Proposed DCI Response to | |

25X1A

Distribution:
Original G¢{’— DCI w/Atts

- DDCI w/atts
- ER w/atts

- General Counsel w/atts -

D/Pers w/atts

3
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